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Mr. Suarp: Great Britain has had 
Labour government for three years. 
his government is engaged in a 


on. The greatest challenge to this 
bour government today is labor 
If. Tomorrow, here in England, 
e Trades Union Congress, Britain’s 
bor organization, which is the 
juivalent of the combined CIO 
ad AF of L in America, meets to 
ss labor’s role in  Britain’s 
ed economy. World-wide atten- 
on is directed to this great labor 
Tganization meeting. Its outcome 
y determine the success of the Brit- 
fh Labour party’s economic plan- 
ing. 

Woodcock, you are a planner and 
member of the British labor move- 
ent. Is planning succeeding in 
ritain? 

Mr. Wooncock: Principally Iam a 
ade-unionist. There are keener 
lanners than I am, and there are 
ore enthusiastic members of the 
sabour party; but I do most emphat- 
cally say that planning, that is, our 
ind of planning, is remarkably suc- 
essful. Of course, we are still in an 
mergency, and a lot of our planning 
ust now has an emergency character. 


Mr. Suarp: Brooks, you are against 
conomic planning. Is economic plan- 
ing in Britain a failure? 


* 


Wlinois U Library 


Is Economic Planning Succeeding 
in England? 


Mr. Brooxs: Woodcock can say 
that what we see today is not plan- 
ning, but the domestic controls and 
directions we have to contend with 
are planning, and they are enough to 
convince me that planning never can 
succeed. 


Mr. SHarp: Woodcock, you gave a 
quick answer. What do you mean by 
“successful” P 


Mr. Woopncocx: I mean, first, that, 
with all the enormous and special dif- 
ficulties and shortages we have to 
face, we have, nevertheless, achieved 
in this country the highest degree 
of economic stability of any country 
in the world. Second, that our pros- 
pects of a steady and continuous im- 
provement in our standard of living 
are really extraordinarily good—bet- 
ter than I personally ever expected 
that they would be when, during the 
war, I was trying to look ahead to see 
the state of Britain after the war. 


Mr. SHarp: That sounds good to 
me. Can it be true? 


Mr. Brooxs: With rationing and 
shortages, neither stability nor pros- 
perity is as good as it sounds. As 
things are going, I am very much 
afraid—in fact, I am convinced—that 
the situation is going to get worse. 

Mr. Suarp: The people of this 


small island have to pay for their 
food by means of their exports to 
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other countries. Just now exports are 
going out in the greatest volume since 
1929 and in the greatest money value 
since 1920; yet, because imports are 
so much greater in money value, ex- 
ports are not paying for imports to- 
day. The food is adequate but re- 
stricted and monotonous. Some Eng- 
lishmen say that the country is in- 
solvent and dependent upon the 
United States. The Labour party gov- 
ernment recognizes that its job of 
keeping up wages and employment 
and of building houses and improv- 
ing industrial plants and equipment 
depends finally for its success upon 
food and raw materials paid for by a 
great volume of exports. 

There are no ready and quick 
answers to the problem of whether 
economic planning in Britain has 
succeeded. But let us first consider 
economic planning in the sense we 
are using it today. This word is 
thrown around a lot. Sometimes it 
sounds as though, if people took 
thought, it was planning. But I sup- 
pose that nobody outside a lunatic 
asylum thinks that a government 
should not take thought and look 
ahead with respect to the people it is 
governing and with respect to its own 
operations. 


Mr. Brooks: When I use the term 
“economic planning” in a discussion 
like this, I mean state planning at the 
center. It has always seemed to me 
that the phrase that we use a good 
deal in this country, “the planned 
society,” is a ridiculous phrase be- 
cause the very word “society” implies 
something planned. If society is not 


] 
planned, it is a barbarism. What 
mean by “economic planning” is th} 
economic and social life of the com 
munity planned from the center. 


Mr. SHarp: When we in thi 
United States give some thought t: 
our antitrust laws, to strengthenin; 
the rules against monopoly, or wher 
a municipality buys a waterworks o 
a power plant, that is not planning i 
the sense in which we are using th 
word today. 


Mr. Wooncocx: Of course, Brook: 
says “‘state planning from the center. 
If you were to take that as the las 
word on economic planning, there i 
very, very little of that in Grea 
Britain at the present time. That 3 
not our conception of planning at al. 

Our conception of planning 3 
much more of a cooperative effort © 
the part of all sections of the com 
munity; for example, the goverr 
ment, if you like, representing th 
great public; the trade-union move 
ment; the employers’ organizations- 
people cooperating together to g¢ 
over their difficulties. And it doe 
imply thought of a precise nature, tr 
ing to see where one is going, tryin 
to determine where one is going, an 
seeing that one gets there. In short, 
means not leaving things to chance 
and certainly not leaving things 1 
an enormous number of individu: 
private enterprisers who will try | 
do the best for themselves and wk 
usually end up by doing the worst f 
everybody. 


Mr. SHarp: Now, we have he 
some experience in the United Stat. 
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urticularly with wages in relation to 
lanning, in wartime, before and 
‘ter. How can you have a planned 
rage policy in a country with a 
rong trade-union movement even if 
has a Labour government? Wood- 
ck, you are in the midst of that in 
our conference. 


Mr. Wooncock: How can you 
ave planned wages, I would ask, 
nless you have a strong Labour gov- 
mment? Certainly in our country 
e whole basis of planning, when it 
mes to wages in this country, 
sumes, presupposes, the existence of 
strong—and I will go further and 
y a highly responsible—trade-union 
ovement. 

Our position, if I may put it as 
riefly as I think it possibly can be put 
this time, is this: This country is in 
ficulties, tremendous difficulties. 
Je are trying to get out of them. To 
st out of them means that we have 
ot to take away from our people 
any of the things that they might 
ave from abroad. It creates a prob- 
m of inflation. And we are building 
) certain social services. If in those 
fcumstances our unions were to fol- 
w.what is supposed to be the tradi- 
gnal practice of merely going out to 
ost their wage rates, their money 
age rates, to the highest possible 
vel, I personally believe—and the 
hole trade-union movement be- 
‘ves, with some difference of opin- 
n—that it would be fatal to our 
ances of getting out of our present 
fficulties. 


Mr. Brooks: But surely if you talk 
out planned society, under a plan- 


ning government, unless the govern- 
ment can plan wages, it cannot plan 
at all. If wages need to be planned 
by outside bodies, powerful bodies 
like the TUC and the employers’ fed- 
erations, the government plan must 
then twist and turn as those decisions 
are reached. A planned society im- 
plies to me a society in which the 
government has the last word on 
wages. If it cannot plan wages, it can- 
not plan at all. If it does plan wages, 
it probably economically ruins the 
country. 


Mr. Suarp: Wages in Britain are 
high now, are they not, in compari- 
son with history—something like 30 
per cent of what they were before the 
war in terms of purchasing power? 


Is that right? 


Mr. Wooncock: Yes. Broadly, the 
figures are that money rates, rates of 
wages in terms of money—rates as 
distinct from earnings, incidentally— 
are somewhere about 70 per cent, on 
the average, higher than they were 
before the war. Of course, the average 
covers differences. The cost of living 
as measured by our index is about 30, 
31, or, I think, about 32 per cent. 
Broadly, we can say that, taking those 
things as being worth comparing, 
real wages in Britain are about 20 per 
cent higher than they were before 
the war. 

Mr. Suarp: Those are relatively 
high, then. 

Mr. Woopcock: Oh, yes! 

Mr. Brooxs: I would accept Wood- 


cock’s figure, and what strikes me 
immediately is that this higher wage 
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level all rests on the plan of increased 
exports. If exports wane, if the export 
drive fails, the high wages then be- 
come a terrible liability; similarly, the 
high wages themselves are a deterrent 
to a good strong export market. 


Mr. Wooncock: That is my point. 
I mean that with the high money 
wages, unless we can buck them up, 
first of all, by increased output and, 
secondly, by increased exports, our 
standards of living will decline quan- 
titatively and qualitatively. And, 
therefore, we have to look at wages 
in relation to the situation. 

But if I may say so, in reply to 
Brooks, and on this question of the 
government planning wages, you see 
I could say, quite as truthfully, that 
no government in Great Britain can 
expect to plan wages unless they can 
plan the other side too. Unless they 
can achieve some degree of economic 
stability, unless they can control such 
things as the rate of investment, un- 
less they can stimulate exports and 
stop manufacturers from exploiting 
an easy market here, they have no 
right to turn around and suggest to 
other people that they should plan 


their wages. 


Mr. Swarp: Along with higher 
wages now, you have full employ- 
ment also, do you not? 


Mr. Woopcocxk: We have. We 
never had it before, but we have it 
now. 


Mr. Suarp: So that, all in all, the 
condition of the laboring class is 
what you would describe as relatively 
good. Of course, they are not rich; 


and we do not want to exaggerat 


but their condition is relatively g 


Mr. Wooncocx: Better than it eve: 
was in my time, not only because Ol 
full employment—and this is anothe: 
part of the answer to Brooks—bui 
because of the tremendous develop: 
ment in social services that have 
taken place under the name of gov 
ernment. Wages are not everything 
in this country at the present time 
They are still an important element, : 
very important element. But we havi 
to remember that planning, anc 
Britain’s kind of planning—laboi 
planning—has meant a very consider 
able extension of social services. 


Mr. Brooks: Woodcock makes on: 
of my points for me there. The actua 
measure of wages, even real wages ai 
we used to call them, now is mislead 
ing, because the real real wages in thi 
country are augmented, as he says, by 
a tremendous number of social serv 
ices and other amenities, which ar’ 
an enormous strain on the economi! 
community. 


Mr. Woopcock: Yes. 
Mr. Brooxs: And if the strai 


is frozen at any time on the basis o1 
which it stands, the export drive fails 
and then, indeed, we face catastrophe 


Mr. SHarp: Now, at the same tim 
we are told by some authority tha 
production is not going up in propor 
tion. Some say, even, that productio 
per man employed in British industr 
has been falling since before the wa: 
How about that, Woodcock? 


r 


Mr. Woopcocx: Where are those 
ple who say that? They know a 
n sight more about it than I do. 
ere are differences, of course. I 
Id give you scores of instances of 
ustries and firms in which the out- 
t has gone up, and I can give you 
e instances in which it has not 
eached the 1938 level. I could give 
ou explanations in those cases in 
hich it has not reached the 1938 
evel why it has not reached that 
evel, which it has not in some in- 
tances. 


Mr. SHarp: What is your view on 
is, Brooks? 


Mr. Brooxs: Well, my view is a 
imple one. It is not my own view; it 
s the view of our chief economic 
inister, Sir Stafford Cripps, who 
as frequently said, and said as re- 
ently as yesterday, that the nation’s 
roduction is already substantially 
igher than it was before the war; but 
is increase has been achieved almost 
ttirely by the increase in the total 
umber of persons who are working. 
n other words, the output per man, 
€ output per head, has not in- 
reased; and, with a vastly increased 
abor force, that seems to me a very 


Mr. SHarp: Of course, nobody 
lames labor for this altogether. 
ere are other factors. 


Mr. Wooncocx: Brooks says: “In 
ther words, this means”—but “in 
ther words,” meaning Brooks’s 
ords, you see, because Cripps might 
ell have said—and I do not suppose 
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any politician can say everything in 


_every speech that he makes—that our 


output, our total output, is going up, 
not only with an increase in the labor 
force but in spite of all our raw- 
material difficulties and in spite of all 
the distortions upon our economy 
that we imposed during the war. 

I say this quite frankly: Total out- 
put is going up. Individual output in 
many cases, where it has been 
measured, is going up. There are 
cases in which it is going down. On 
the whole, I should say that a reason- 
able conclusion would be that total 
output and output per man is going 
up in this country at the present time. 


And I defy anybody to challenge that. 


Mr. SHarp: You are not satisfied 
with the rate at which it is going up. 
That is one of the main items of busi- 
ness for your trade-union conference. 


Mr. Woopcocx: We are not satis- 
fied with the rate, but satisfaction 
means two things. There is a rate in 
relation to possibility, in relation to 
physical effort; and we are satisfied— 
at least, if I speak for myself, I am 
satisfied—with that rate. But if we re- 
member the targets we have to reach 
and the time in which we have to in- 
crease our exports, we can never be 
satisfied until we close that gap com- 
pletely; and there will never be satis- 
faction on my part. 


Mr. Brooxs: Woodcock, you say 
that the difficulties placed on imports 
and the various things we have to 
meet in industry today, which we 
held over from the war, are respon- 
sible. Part of my contention, of course, 
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is that difficulties on imports, and 
many of the other difficulties, are the 
direct, traceable results of centralized 
planning. But if industry had been 
left alone to its own method of sec- 
tional planning, those difficulties 
would not exist. And it is, I repeat, a 
distressing thing that the latest pro- 
duction per head, over-all—I admit, 
over-all, that there must be varia- 
tions—has not increased. 


Mr. Suarp: Brooks, this is not all 
labor’s fault. You do not claim that, 
do you? Is it not good old manage- 
ment’s fault, after all? 


Mr. Brooxs: No. I claim that this 
is the planners’ fault. Under the good, 
old-fashioned management, trade 
would have been fluid. But under 
central planning, which is a costly 
system, a slow system, a tardy system, 
an unwieldy system—under central 
planning, productivity is a very dif- 
ficult thing to achieve per head of the 


population. 


Mr. SHare: Woodcock, what do 
you say to that? 


Mr. Wooncock: Productivity is 
always difficult. I was wanting to deal 
with this question of imports and ex- 
ports. Brooks talks, you know, as 
though we are only today in difficul- 
ties in importing because we got plan- 
ning. But we have been in difficulties 
in importing for a long time. 

This is the position. It is not even 
management’s fault, as Sharp inter- 
jected; it is the fault of the war; the 
fault of throwing our money away 
during the war. Before the war we 


had a deficiency on our current ac- | 
count of 40 million a year, and that 

deficiency was in spite of the fact 

that we were drawing each year the 

interest on 5,500 million pounds of 

foreign investments. The actual vis- 

ible deficiency before the war was 

greater than it is today. So, how come 

that Brooks can say that our present 

deficiency on visible balance is due to | 
planning when it was there before | 
the war? 


Mr. SHarp: Of course, an Ameri- 
can visitor has to notice that your dif 
ficulties may be due very largely to 
the war which you fought in the com- | 
mon interest and to the expenses you | 
have been put to since in maintaining | 
the world order. Perhaps the rest of | 
the world is just making its small | 
contribution in return for the contri- 
bution which Britain made to main- | 
taining order for an earlier time. 
That should always be remembered. 


Mr. Brooxs: I am in agreement | 
with Sharp that we all recognize in | 
Britain how much we have been hit | 
by the war. Our foreign investments | 
have gone; our very fabric has been 
shattered in many places. But the | 
point is that we were told that, if we | 
assented to a central planning govern- | 
ment in 1945, these things would | 
quickly be overtaken and put right; | 
and the disappointment and the dan- | 
ger are that they have not been oyver- 
taken; they have not been put right; | 
and there seems very little prospect of 
their being put right in the im- 
mediate future; and we are working 
to a very short time limit. 


Mr. Woopcock: We are working 
0a very short time limit, Brooks, but 
say that these difficulties are being 
vertaken and that the prospects are 
traordinarily bright; and I could 
ive you the figures, but I do not 
ant to use figures in a broadcast. 
hey are surely known to everybody. 
Our exports in these days, which 
ay for our imports—and that is the 
nly thing we have to pay for our 
ports today, since we have no for- 
ign investments—are 45 per cent 
reater by volume than they were in 
938; and to achieve exports practi- 
y half as much again in spite of all 
e difficulties, in so short a time, is a 
markable achievement. If it is not 
verything we have to do, do not say 
t we have not done something. 
hat is not a credit to Britain. 


Mr. Brooxs: Nobody says that we 
jave not done something. Everybody 
idmits we have done an enormous 
ot. But Sir Stafford Cripps’s point— 
nd I can see no answer to it—is that, 
vith the enormous increase in the 
yeople at work, we should have done 
nore; and that, if the people at work 
vere more productive per head of the 
abor force, we certainly should have 
lone more. 


Mr. SHarp: Woodcock, I do not 
vant you to lose one point that, it 
eems to me, you ought to make on 
ehalf of your laboring friends. This 
s not all labor. I keep coming back to 
t. It is partly equipment, partly man- 
gement, partly layout. Some of your 
eople are talking about administra- 
ive overhead in England. It is not 
ntirely a matter of labor, is it? It is 
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obsolete equipment, overdepreciated 
during the war, and all that kind of 
thing. 

Mr. Wooncock: It is partly that, 
but then why should I go out to con- 
demn British management for things 
that are not their fault? Of course, it 
is perfectly true that some manage- 
ments could be better; a lot of them 
could be better. It is perfectly true, no 
doubt, that some workpeople could 
do more. But what are you asking of 
human beings—absolute, complete 
perfection? You will not get it. It is 
perfectly true that if everybody went 
to work at six o’clock in the morning 
and worked until twelve o'clock at 
night, and went into it hand over fist, 
you would get output, greater output. 
We are talking about reasonable hu- 
man beings in circumstances of ex- 
treme difficulty; and I say that we 
are doing extraordinarily well. 


Mr. SuHarp: Now, there is one 
charge about efficiency that we might 
lay at the door of the British planners. 
In America we think that competi- 
tion and a relatively free market 
contribute to prosperity. Are not the 
British planners throwing these ad- 
vantages away when they make great 
national monopolies, as they do in 
coal? Coal is one competitive industry 
which is nationalized, as I under- 
stand it. The others are utilities and 
financial institutions. 


Mr. Brooks: Of course, I agree 
with you thoroughly. That is the 
essence of the charge against plan- 
ning—that it does throw away the 
benefits of competition and the incen- 
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tives of competition, the fluidity of a 
competitive industrial system. 


Mr. Suarp: We read, for example, 
that the coal management, the Coal 
Board, anticipates great trouble in 
closing down or ceasing to favor high- 
cost, expensive mines, which ordinar- 
ily would be gradually washed out 
under the competitive scheme. You 
do not approve of that, do you, 
Woodcock? 


Mr. Wooncock: Of what, their in- 
ability to close them down? 


Mr. SHarp: Yes. 


Mr. Woopcocx: On the whole I do 
approve it. You see, I would say that 
the competitive system was remark- 
ably flexible, remarkably effective, in 
that it closed down pits and tried to 
open pits with complete regularity, 


and we have the booms and the 


slumps. I freely admit that it is an 


efficiency delight. But I would rather 
roundly assert, as an advantage of 
state monopoly, as Brooks would call 
it, or of nationalization or sociali- 
zation, as we call it, that it does not 
move in these social fields, these fields 
where persons are involved and not 
merely materials, with the ruthless- 
ness of competition. 


Mr. Suarp: Of course, our monop- 
olists—what you call “restrictive 
monopolists”’—are great on keeping 
their positions. They have all sorts of 
softhearted, humane reasons for not 
making ghost towns and closing 
down operations, and so forth; but it 
is not efficient. It does slow up pro- 
duction. 


Mr. Wooncock: There is a ques 
tion of efficiency. It is not so efficient! 
from one point of view, but it is mor 
humane from another point of view 
But let me say this quite frankly. Oun 
experience is that this competition, 
which was extremely flexible, mi 
not efficient because it brought in ii 
train such terrible waste, such terrible: 
unemployment, that really acted 
upon our human resources. 


Mr. Suarp: What do you say abou 
coal and steel, Brooks? 


Mr. Brooks: Coal is a magnificent 
example. Last year the Coal BoardJ 
in the first year of planned, national 
ized coal, made an enormous loss. 
Coal once was a very prosperous ins 
dustry. Now, the first year it was naa 
tionalized, it made an enormous lossé 
Now if, as I think Woodcock would 
agree, probably, the most vicious 
form of economic government is 
monopoly, it seems to me that the 
worst monopoly of all must be state: 
monopoly, because against state mo4 
nopoly there is no possibility of re¢ 
lease or redress. It has all the faults ob 
private monopoly. It has not a single 
one of its virtues. We have national, 
ized coal with that result. We have 
seen the same result in other things 
that have been nationalized—inefii{ 
cient, uneconomic working and no 
visible betterment. | 


Mr. Wooncocxk: I wonder wherd 
Brooks is living. I do not think thal 
he is living in England at all. He says 
that the Coal Board has made enor! 
mous losses. They have not mali 


enormous losses by any standard oj 


| 
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asonable accounting. They spent an 
10rmous sum of money on capital 
juipment, which will pay for itself. 
hat they have done; that is certain- 
‘true. They have certainly given the 
ners good wages and good work- 
i conditions, which has been one 
ay of attracting labor to the mines to 
st the necessary coal. Moreover, let 
¢ say this: The planning of coal, 
hich has been made possible under 
ationalization, has enabled the Coal 
oard to acquire resources and to 
quire a reputation which will let 
em carry those losses on to next 
ar and not have to handicap our 
dustries as they would have been 
undicapped at the present time un- 
*r private enterprise by extraordi- 
ury high prices of coal. Coal enters 
to the cost of every item of manu- 
cture in this country. If we center 
e cost of improving our coal indus- 
y and attracting labor—center the 
st of the Coal Board—there may, 
om the public point of view, be an 
lvantage in that, and that is what 
rooks will not see. 


Mr. Suarp: We are now getting to 
e subject of exports. All the prob- 
ms of Britain can be viewed in rela- 
yn to exports—wages, productivity, 
onopoly, efficiency of management. 
li these questions bear on the export 
ive. 

Brooks, with the planners’ record 
1 exports, why are not Britain’s 
oblems solved? 


Mr. Brooxs: Well, it is quite a 
mple story, I think, is it not? They 


ve indeed driven their export drive 


forward, but they have had to meet a 
tremendous rising cost of imports. 
Not only so but they have imposed a 
series of high costs on other internal 
industries, such as the coal industry, 
as Woodcock was mentioning, which 
is the basic cost in all our industries, 
particularly the export industry. 
They have further imposed a planned 
system, which, as I have said, is costly. 
It makes the processes of trade slow. 
Time, you see, according to the old 
adage, is money; and it is not only 
the monetary pound cost which mat- 
ters with an export but the quickness 
of delivery; it is the quickness of be- 
ing able to fill the order when it is 
received; and all those things have 
been slowed down by centralized 
planning. 


Mr. SHarp: Now, the British trade 
deficit is what hangs over all your 
discussions. How does this arise? 


Mr. Brooxs: That arises in the 
same way. We have been forced back, 
have we not, to our visible export 
income? We sacrificed all the invis- 
ible exports during the war, and we 
lost a tremendous amount of the 
facilities we had as a great exporting 
nation. Now we have to export, as 
you say, to live; but we cannot export 
without importing the raw materials. 
We have only one raw material, 
which is coal; and while we have this 
enormous cost of vital necessary im- 
ports, we cannot do without them. 
Then, of course, that gap must re- 
main. 


Mr. SuHarp: American aid closes 
the gap now? 
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Mr. Brooxs: American aid helps 
us enormously now. And when 
American aid finishes, then, of 
course, we have to face the stark 
trading position that we are unable 
to pay our way on the present layoff. 


Mr. Suarp: Have the planners 
devices which they conceivably could 
use for closing the gap between ex- 
ports and imports? 


Mr. Brooxs: They could cut the 
men and materials which they have 
devoted to building and improving 
domestic capital equipment and 
plants and machinery and houses by 
the amount of the deficit, which is 
running to about 300-odd million 
pounds. They can send those materi- 
als to the export industries—textiles 
and machinery. They still have to sell 
the goods then, of course. 


Mr. Suarp: They could turn the 
resources in this export direction, 


could they? 


Mr. Brooks: Well, yes. All they 
would have to do would be to allo- 
cate the materials. They do not even 
need to direct the labor, because labor 
would follow the materials. You can- 
not, of course, I admit, turn a brick- 
layer into a weaver; and, what is 
more difficult, and one great diffi- 
culty about planning, you cannot 
house them on the new sites. But it 
would mean, if they did that, a less 
drastic change of occupation than we 
had during the war. I admit that this 
allocation of domestic resources to 
export industries could be done. 


Mr. SHarv: You think that it is 


‘ 


| 
possible, do you, Woodcock, how. 
ever undesirable it may be? | 


Mr. Wooncock: Well, I think that 
Brooks has given away the case fon. 
planning. He says they can do this; 
they can do that. Who can‘ do this 
and who can do that? Only the plan. 
ners. If you leave the thing absolutelyy 
to chance, who’s got it to say... ? 


Mr. SHarp: Well, it could be done: 
That is the only point now. Brookss 
do you think that it should be done# 
Do you think that it would be a gooc 
thing to do? 


Mr. Brooks: I certainly think that 
it would be a very bad thing to dot 
indeed, and I think that, although it 
could be done in theory, it could noi 
be done in practice—not successfully 
done. That is what I mean when I say, 
that planning cannot be a success. 


Mr. SHarp: Suppose that it could 
be done. Suppose that you were comp 
pletely regimented and had direction 
of occupations and direction of mag 
terials and everything else—you could 
do it. Why would it not be a good 
thing? 

Mr. Brooks: If you were a nation 
of convicts; if you were oe in : 
completely totalitarian system. . 


Mr. Suarp: Well, apart from tho 
fact that that eee be bad of itself 
what harm would it do to the econc 
my? 

Mr. Brooxs: The harm it would 
do to the economy is simple. It would 
reduce the standard of living of thr 
country to that of serfs. In othes 
words, people would have to go bac! 


} 
} 
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9a very low standard of living. They 
vould have to live, as I say, like con- 
icts; and they would have to struggle 
1 that way for a generation or two 
ntil, by some tremendous effort, or 
ome new invention, they recovered 
ne export market, the adequate ex- 
ort market. 


Mr. SHarp: Well, achieving an 
dequate export market would take 
esources from the development of 
apital equipment that you really 
eed to devote to that purpose, do you 
ot, over the long run? 


“Mr. Brooks: Indeed, it would. And 

ou enter there a kind of vicious cir- 
le, do you not? The remedy of get- 
ng such a great export market may 
ppear to be a remedy that may act as 
sort of intensified economic disease. 
-is difficult to see how any plan could 
etter it in that situation. 


Mr. SHarp: You are spending 
bout a billion, three hundred mil- 
on pounds, about five billion dollars 
nnually, building factories, houses, 
quipment—getting new equipment 
nd that sort of thing—something 
ke.13 per cent of your national in- 
ome. That is not too much, is it? 


Mr. Brooxs: Suppose you took 
way from that this 330 million 
ounds we talk about—surely that 
rould be fatal to the long-term re- 
val. 


Mr. SuarpP: That would be less 
yan 10 per cent of your national 
\come. 


Mr. Brooks: Yes; that is right. 


Mr. SHare: And no economist 
thinks that is too much for invest- 
ment in new plant? 


Mr. Brooxs: Too much? No. 


Mr. Suare: Most economists would 
think that it would be far too little. 
There is a lot of accrued obsolescence, 
accrued depreciation during the war 
—you have not kept things up. 


Mr. Brooks: That is right. 


Mr. SHarp: Well, Woodcock, this 
makes a pretty good case for your 
planning government, does it not? 
They seem to be calculating things 
pretty well. 


Mr. Wooncocx: I think on the 
whole that they are calculating them 
extraordinarily well. I wonder if you 
would mind, Sharp, if I did pick up 
a point that Brooks made at the be- 
ginning of that exchange. He said 
that the planners impose a cost on 
coal. I say this most seriously: That 
if you had not planning in Great 
Britain at the present time, your costs 
of coal-getting would go up tre- 
mendously. You would not be able 
to stop the miners of this country— 
with the demand that there is for 
coal, with the shortage there is of 
coal miners—from demanding ever 
increasing monetary wages; and coal 
would go up day by day, week by 


week. 


Mr. Suarp: That is all right, 
Woodcock, but.... 


Mr. Woopcockx: But I am just 
saying this: That the reason the 
miners do not go in for more mone- 
tary wages, which is part of plan- 
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ning, is that they have the assur- 
ance that the country is being kept 
stable; that people are looking ahead; 
that they do not have to exploit the 
present shortages by getting all they 
can at the present time, all the pos- 
sible monetary wages. They, at least 
the miners of this country, believe 
that planning can give them the 
things we want. 


Mr. Suarp: But you have had a 
boom, have you not? I thought that 
you planners were against booms 
and busts? 


Mr. Wooncock: I do not know 
that we have got a boom in the sense 
that we had booms before the war. 
We have got a very high level of 
employment for which we have 
planned because it is related to a high 
level of productivity. If our condi- 
tion were less tight than it is at the 
present time, there is not the slight- 
est doubt about it that planning 
would provide a certain slackness in 
our capital expenditure at the present 
time, if our national position were 
not so tight. 


Mr. SHarp: You have now heard 
British planning defended and criti+ 
cized. | 

We have considered some of thex 
crucial questions in measuring the 
success of economic planning. Cane 
labor relations themselves be success 
fully planned by a labor government?‘ 
Can a country dependent for its food: 
and raw materials on the exports: 
which pay for them plan at all against 
the uncertainties of world-wide con- 
ditions? Should individual pro+ 
ducers and companies be left, rather- 
to try for the highest possible pro+ 
duction and for competitive gain, un+ 
der well-recognized rules? Does 
English experience have any mean 
ing for other European countries: 
working together under the Mar- 
shall Plan? Does it have any meaningy 
for the United States? 


Our debate has raised these ques; 
tions, but there are no ready and easys 
answers. 


Next week, again from England] 
we shall turn to social and politicah 
questions under planning. 


TALK a great deal these days 
ut planning, but planning is a 
) large and complicated business. 
tain is the first great nation to 
mpt to combine large scale eco- 
ic and social planning with a 
measure of individual rights and 
liberties. So far, we are still at the 
erimental stage, indeed planning 
st never be rigid but I shall try to 
e you some idea how this experi- 
t is shaping.... 

lanning can be divided logically 
five stages: the first, without 
ich none of the others can happen, 
aking up one’s mind to plan and 
sping what planning means. The 
nd is assembling the necessary 
and forecasts to make sure that 
lan can put on a sound, practical 
is. The third is devising alterna- 
2 plans and seeing what each offers 
1 costs in terms of resources and 
advantages. The fourth is taking 
isions between alternative plans, 
luding the decision as to what is 
be planned and what left un- 
nned. The fifth and far the most 
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|. ECONOMIC PLANNING IN BRITAIN! 


By RT. HON. HERBERT MORRISON 
Lord President of the Council 


extensive stage is carrying out plans 
in practice. This includes explaining 
them, adjusting them and devising all 
the necessary ways and means of en- 
suring that what was planned on 
paper does happen at the right time 
in the right place and in the right 
way. 

I suggest that the first vital stage 
was when the British people made 
up their minds to plan.... A modern 
nation which is not prepared to plan 
is like a country which expects to win 
a war without mobilising. It is no less 
impossible to achieve social and eco- 
nomic wellbeing without planning 
and working for it....Unemploy- 
ment and destitution were in the 
main the products of letting things 
drift—the muddled outcome of 
muddle. 

All our machinery and methods of 
planning are based on the express 
willingness of Parliament and a very 
large number of citizens in all areas 
and activities to support and partici- 
pate in social and economic planning 
and to censure Ministers and public 
authorities if they plan wrongly or 
fail to plan where they ought. Let no 


14 THE UNIVERSITY OF CHICAGO ROUND TABLE 


individual forget that he has respon- 
sibilities in planning no less than 
Ministers. 

Given the will to plan, the next 
stage has been to ascertain and 
assemble the facts. Fact finding is 
immensely complicated. In the past, 
the Government made the worst of 
both worlds by demanding a mass of 
information useful only for limited 
purposes and did not fit it together. 
The need now is for facts and figures 
to give all concerned a clear and up- 
to-date picture of what is happening, 
with the minimum of effort. 

Before planning decisions can be 
taken, we have to know what the 
millions of businessmen, farmers, 
workers and others are making, 
growing and distributing. Statisti- 
cians have to ascertain how many 
people there are in the country, 
where they are, where they live, how 
many are of working age, how many 
are employed in what occupations, 
industries, grades and so forth. Infor- 
mation has to be compiled on the 
amount of fuel and raw material 
used in industry, the value of the 
products made and sold with the re- 
sulting earnings and profit. For many 
purposes the survey must be widened 
out to cover not only Britain but the 
world background. All this informa- 
tion has to be available promptly and 
adequately so that any changes can 
be picked out without delay. On this 
basis, forecasts are prepared of what 
will happen to production, incomes, 
employment and so forth if the cur- 
rent trends continue. 

All this corresponds to the work of 


| 
| 
the Intelligence 1 in the Armed For a 
In peacetime machinery, these 

are collected by Government Depa 
ments, public boards, local autha 
ties, trade associations, trade unica 
and many other bodies, and mostt 
the key material is eventually fu 
nelled into the Central Statistil 
Office—part of the Cabinet Offi; 
created during the war to produce 
systematic picture of what is taki: 
place. The outline of this picture 
be seen by anyone who gets a cc 
of the “Monthly Digest of Statistici 
published by the Stationery Offices 
the end of each month. Much ma 
detailed material is given in 1 
Board of Trade Journal, the Minis’ 
of Labour Gazette and other wi 
known sources. The wartime sta} 
tical blackout is a thing of the pa 
we can claim to be well launched | 
the campaign for statistical flow 


lighting. 
EXAMINING THE FACTS 


Given the will to plan and 1 
necessary facts and forecasts, proc 
planning in the strict sense can beg 
This consists in looking at the fa 
and forecasts and examining the pj 
sibilities of changing socially unde: 
able trends. So far we have ba 
forced to concentrate so largely | 
passing short-term problems that | 
have hardly begun to get the bens 
of the scope that long-term planni 
will give for broad adjustments 
cided in advance. | 

As an example of short-term pl: 
ning, forecasts of coal product: 
may indicate that, if the number: 
miners we expect to have prodt 
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¥ 


expected amount of coal, there 
not be enough coal to go round, 
ories will have to shut down and 
ses go unheated. In such cases, the 
1 must not merely consist of rub- 
stamping the forecast—more men 
st be found, or the output from 
ting man-power must be stepped 
or means must be found of econo- 
ing the use of coal. 

n other cases, forecasts may show 
t an industry is likely to export 
re or less of its product than is 
sidered desirable....Given that 
have to export enough to earn a 
ain amount of foreign exchange, 
may have the choice of earning 
re by exporting turbo-generators 
| keeping all the shirts we make 
ome or, alternatively, pushing the 
ort of shirts and re-equipping our 
yer stations with turbo-generators. 
> Departments representing all the 
in demands on our resources put 
heir claims and see to what extent 
y conflict. Where there is a direct 
flict, one or another has to give 
e 

THE STAGE OF DECISION 


“he fourth stage is taking deci- 
is... . Staffs engaged on planning, 
+k out in consultation the various 
sibilities and try to point out the 
gs and advantages of each. On this 
is, Ministers decide on the strategy 
he use of the national resources. 
example, what size Army, Navy 
| Air Force can we afford to, or 
st we, keep; what level will ex- 
ts reach; what claims must be cut 
yn or postponed to keep the total 
1and on our resources within the 


limits of the resources available? 
Here follows the most important and 
far-reaching stage of all, when the 
Ministers, having made their deci- 
sions, come before Parliament and 
the nation and set in hand the task 
of carrying out those decisions. 


THE EXECUTION OF THE PLAN 


Carrying out economic plans is a 
job not simply for Government 
agencies, but of the whole nation. By 
informing the public of the trend of 
the economic situation, by making 
known Government policies as to the 
best allocation of available resources, 
by promoting discussion and revising 
estimates and forecasts, the Govern- 
ment may do much to shape the 
future course of economic affairs. It 
ensures that industry and agriculture 
shall be able to look confidently 
ahead and form expectations on ex- 
plicit assumptions which can be 
tested and criticised, instead of on a 
vague hunch. 

The prospect of realising the Goy- 
ernment’s plans will be seen, then, to 
depend on a number of factors, such 
as the Chancellor’s annual Budget, 
his control of credit policy through 
the nationalised Bank of England, 
his control of investment policy 
through the Capital Issues Commit- 
tee and other channels. The extent to 
which Government Departments and 
nationalised boards can speed up or 
retard development plans is another 
and most important factor in resist- 
ing tendencies towards inflation or 
trade recession. 

Another example: the control of 
industrial location exercised by the 
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President of the Board of Trade 
through the Distribution of Industry 
Act and town and country planning 
enables the Government to prevent 
industry from flocking to certain 
areas with adverse social and eco- 
nomic effects, while masses of citi- 
zens in other areas are unemployed. 


NATIONAL CO-OPERATION 


But when a full account has been 
taken of all the instruments at the 
Government’s disposal, the fulfilment 
of the major part of economic plans 
is dependent on the action of the 
employers and workers generally. 
For that reason alone it would not be 
enough for control by blind forces to 
be replaced by control by a few people 
sitting in Whitehall. Everyone must 
be encouraged to understand at least 
in outline the nation’s economic posi- 
tion, the aims of economic plans and 
the part every citizen should play in 
criticising those plans before they be- 
come operative and in carrying them 
through afterwards. Thus only can 
we ensure a developing system of 
planning from the consumer end, 
and planning must be inspired from 
the consumer end if it is not to be 
bureaucratic and inefficient. 

As we believe in a free society, we 
must have courage and convictions 
and trust people to achieve more by 
understanding and backing an 
agreed plan than other nations might 
achieve by carrying out under orders 
a plan dictated by their rulers.... 
We in Britain stand for free planning 
and for planning as a means to fuller 
freedom; I am convinced we shall 
get it. 


THE MACHINERY OF PLANNING | 


... The central piece of machine 
to assist the Cabinet in planning} 
the official Steering Committee, re 
resenting the key economic Depae 
ments, together with the econonr 
section of the Cabinet Office, the Cd 
tral Statistical Office, and my ow 
office (Lord President of the Cou 
cil). The Steering Committee forr 
a central economic team responsili 
for gathering and assessing econont 
intelligence, preparing forecasts | 
farming and economic plans, adw 
ing Ministers thereon and reviewiii 
the execution of plans when autha 
ised and put into operation. 

The Steering Committee is assist 
by a number of Working Partt 
One estimates the total man-pow 
available, and the forward distrill 
tion of man-power, on varid 
assumptions. Another assesses the fi 
ward demand for expenditure in t 
investment field, and devises ¢ 
means of holding back investma 
which is inessential or can be | 
ferred, while ensuring that a resez 
of non-urgent investment projects 
built up for rapid execution—for | 
ample, if the tendencies towards tra 
recession and unemployment show 
become significant in the wow 
Another Working Party watches i 
port needs and methods of pay? 
our way by visible and invisible | 
ports. The material produced by | 
Working Parties is put together: 
trial balance sheets of man-pow 
national income and expenditu 
and overseas payments and receiji 

The balance sheet of man-pov 


| 
| 


ows the available supply in com- 
rison with the sum of all the var- 
us demands for man-power result- 
g from current departmental pro- 
rams and policies in the various eco- 
omic fields. Similarly, the national 
come and expenditure balance 
heet shows the value of the available 
tional product and, in pounds, 
illings, pence, the sum of the 
arious demands which current de- 
rtmental programs and policies 
uld make on that product. 

These trial balance sheets naturally 
how a gap between demands and 
vailable resources. One of the great- 
t differences between planning and 
issez faire is that under laissez faire 
is no one’s business to forecast this 
ap, which is left to close itself under 
e uncontrolled interplay of eco- 
omic forces, whereas planning 
rows a spotlight on the gap and 
en arranges to close it in the way 
ost advantageous to the national 
terest by measures taken by the 
vernment or on Government 
itiative. Decisions relating to clos- 
g this gap are perhaps the most 
; portant immediate decisions which 
ave to be made. For example, the 
an-power gap for 1946 had to be 
losed to a large extent by cuts in 
he Services and in industries work- 
g on their supplies. 

Man-power gaps are of course not 
n isolated problem but an expression 
terms of man-power of much the 
ame gap which shows itself in the 
aational income and expenditure 
balance sheet as excess of value of 
anticipated demands of all kinds over 


THE UNIVERSITY OF CHICAGO ROUND TABLE 17 


the value of the prospective national 
product. Therefore, if we cut the 
number of men serving in or work- 
ing for the Forces, we automatically 
reduce the expenditure on these sec- 
tors and release man-power to expand 
civil production, thus narrowing the 
gap between demands and resources 
both in terms of man-power and of 
the value of the national product; but 
we do not forget that the state of the 
world might make it vital to step up 
provision for the Forces, in which 
case the necessary economic adjust- 
ment would have to be made. Simi- 
larly, if we cut investment, say in 
public works construction, we auto- 
matically reduce the man-power de- 
mand as well as the money and the 
demand for resources in that sector 
and thus help close the man-power 
gap as well as the gap between the 
value of the available national prod- 
uct and the various demands which 
are programmed to be made upon 
that product. 

The difficulties are often empha- 
sized of planning effectively while 
sweeping away controls over labour 
and reducing or eliminating many 
of the war-time controls over indus- 
try. These difficulties are of course 
much more acute in a time like the 
present, when we have inherited 
from the war period serious maldis- 
tributions of man-power, which 
could only be quickly corrected by 
more drastic measures than the citi- 
zen should be asked to tolerate in 
time of peace. As we get through the 
reconversion and transition state, the 
number and scale of these problems 


‘ 
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can be expected to diminish. Often, 
moreover, there are several alterna- 
tive ways of achieving the desired 
result. There are well tried instru- 
ments of government whose use can 
be adjusted to assist the fulfilment of 
a plan. The art of government is to 
achieve a result by the most econom- 
ical, efficient and acceptable means. 
The Steering Committee, having 
assembled its balance sheets with a 
mass of supporting material in every 
field, reports to the Ministers, who 
study the economic tendencies and 
forecasts and take decisions on the 
plans to be adopted. To a large extent 
the actual execution of these decisions 
is a matter for individual Ministers 
dealing with a particular branch of 
economy such as coal, building, trans- 
port or agriculture. There are, how- 
ever, some difficult and rather intan- 
gible problems which range over a 
wide field. For example, there is the 
problem of manning up under- 
manned industries and of levels of 
wages in conditions of full employ- 
ment. The Government is therefore 
developing machinery for tripartite 
contacts between itself, organised 
employers and organised workers 
through the National Joint Advisory 
Council, which is convened by the 
Minister of Labour and will serve as 
a standing national industrial confer- 
ence on matters affecting man-power 
in industry. The Government is also 
arranging for widespread publicity 
on the objectives and problems of eco- 
nomic planning, and particularly on 
the inescapable fact that all the col- 


lective and individual elements in the 


British standard of living ultimate 
depend on productivity. The more; 
productivity increases, the morg pros- 
perous the nation will be, and, frome 
the planning point of view, fewer 
difficult priority problems will arise, 
and more latitude can be left to the 
individual and to industry. No less is: 
it true that, if production falls on 
stagnates, the cheques, which the na~ 
tion has already drawn on the future: 
in the form of increased wages andt 
salaries, reduced hours, increased so+ 
cial services and a higher school leav~ 
ing age, cannot be met. We needt 
higher productivity even to makes 
good our losses and to cover commit 
ments already made. It will have to bet 
higher still before additional commit+ 
ments can safely be assumed. 

In the cockeyed economy of thet 
thirties, people used to imagine that 
the great problem was how to abolisht 
unemployment: in the clearer light 
of the middle of the century, wet 
know that even full employment willl 
not be enough—we must also securet 
a greater output of goods and servicesi 
all round if we are going to have ak 
decent standard of life and fair shares 
for all, coupled with adequate incen+ 
tives for effort. 

I would put this problem of in-+ 
creased productivity first among cur+ 
rent economic problems to whicht 
planning must help find the answer 
The second problem which I look to: 
planning to solve is the organised ex+ 
tension of our national vision severall 
years further ahead than we haves 
been accustomed to look. You really; 
cannot run a complicated moderni 


’ 


' 


- 


vilisation on a basis where the whole 
achine is crazily accelerated for a 
w months and then has to swerve 
olently or be braked almost to a 
ndstill because some perfectly fore- 
eable snag or fluctuation has not 
foreseen and tackled in time. 
We know approximately how 
any people there are going to be in 
is country at least five years ahead, 
d we can estimate within wider 
argins of error how many houses 
ey are going to need at a given 
using standard, how much cloth- 
.g they are going to need as a decent 
inimum, and how much food they 
€ going to need if they are to be 
roperly nourished. It would be fool- 
h to suggest that we can forecast the 
tual demand and supply. On the 
er hand, for some purposes useful 
ecisions can be made on estimates 
hich are known to be subject to 
irty or fifty percent variation in 
ut-turn, and in these cases it would 
e unjustifiable to refuse to make up 
ur minds until we have everything 
orked out to two places of decimals. 
‘How many people have considered 
ow much difference every improve- 
ent in forecasting and planning 
a make to business and employ- 
ent? Security of employment in 
nodern business depends on success- 
ul forecasting of markets, profits de- 
end very largely on increased turn- 
yer, which in turn depends on re- 
luced costs, which in turn depend on 
he placing of large orders for long 
uns of standard products, instead of 
onstantly chopping and changing 
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with every economic breeze that 
blows. 

I suggest to you that in a few years’ 
time people looking back will be 
amazed to see how much was written 
about the restrictive and bureaucratic 
dangers of planning and how little 
was understood about the part which 
planning could play in freeing em- 
ployers and workers and farmers 
from the horrors of uncontrolled and 
unforeseen fluctuations which might 
bankrupt honest men in all directions 
and leave the workers lining the 
streets with despair in their hearts. 

Closely related to this problem of 
pushing the horizon further ahead of 
us, and giving us more time and 
elbow room to work in, is the prob- 
lem of maintaining a reserve of or- 
ders for industry and of work for the 
workers to free the nation from fears 
of uncontrollable recession. At pres- 
ent there is a considerable excess of 
demand over available resources; 
and the machinery which we are 
building up, for looking ahead to see 
how total demands match with total 
resources, is at present used as a. 
means for achieving a more rational 
pruning of demands, all of which 
cannot be met in total. But when the 
present period of acute shortage is 
over, we may be threatened again 
with a general decline in total de- 
mands for goods and services which, 
if uncontrolled, would bring with it 
again the evils of depression and mass 
unemployment. The same technique 
of looking ahead at total available 
resources and total demands which 
are likely to be made upon them, 
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should enable us to foresee the threat 
of such a general decline in demand 
in sufficient time to take adequate 
steps to offset it, at least in great 
measure. 

We should have, and we shall have 
soon, a long list of projects for build- 
ing roads and railways, for afforesta- 
tion schemes, ports, airfields, indus- 
trial plants, national parks, public 
building and so forth, all blueprinted 
and prepared and waiting for invest- 
ment and man-power resources to be 
made available to carry them out. 
We are also preparing our plans for 
methods whereby the ordinary con- 
sumer’s demand for goods and serv- 
ices can be stimulated in times when 
there is a general slackening off of 
demands and a consequent threat of 
unemployment. 

It is the intention of the Govern- 
ment to ensure that, in times when 
our resources of men and capital 
would otherwise be idle or underem- 
ployed, a useful demand for their 
services is in fact found. The knowl- 
edge that there is a queue of deferred 
capital projects, and that there are 
devices at hand for maintaining, or if 
necessary stimulating, the ordinary 
citizen’s demand for goods and sery- 
ices, will, I think, have a marvel- 


lously heartening effect on industry: 
By failing to get future deman 
sorted out into definite projects, ang 
to take measures to maintain a gen: 
eral demand for goods and services 
we have in the past imposed an enor. 
mous economic waste, and an enor. 
mous burden of insecurity upon in- 
dustry, which can be removed. 

I have no time to give further 
examples of the problems in front of 
planning, and indeed many of thems 
will be familiar to you. I should 
simply like to emphasize that plani 
ning, as it is taking shape in this: 
country under our eyes, is somethings 
new and constructively revolution+ 
ary which will, I think, be regarded 
in times to come as a contribution tok 
civilisation as vital and as distinctive-+ 
ly British as Parliamentary democ+ 
racy and the rule of law. 

Some people dogmatize about! 
planning and say that planning is 
this and planning prevents that; my 
own view is that planning, informed! 
by British political sense and British 
resourcefulness, will be something 
very different from what many of 
these writers and speakers dreamed 
of. It will be something to which all 
of us can contribute and something 
from which we will all draw benefits. 


Il. BRITAIN’S POSITION 


By SIR STAFFORD CRIPPS 
Chancellor of the Exchequer 


I AM sure the House will forgive me 
if I use this occasion for giving them 


1 Speech in the House of Commons on 
December 18, 1947. 


a short review of our general eco- 
nomic situation as it appears at the 
end of the year, in addition to deal. 
ing with the capital investment pro- 


for 1948. It is of the utmost im- 
ce that all those who are work- 
so hard in this country today to 
out of our difficulties should be 
a full and frank statement of 
position. Misrepresentation of 
and wild partisan statements not 
do grave harm to our position 
d, threatening the stability of 
ing and embarrassing us in our 
eral deals, but they act as a dis- 
agement and a source of confu- 
to our own people. Criticism 
constructive suggestions are wel- 
and helpful; but irresponsible 
misleading assertions make even 
e difficult the already sufficiently 
ous task which the people of this 
try have to face. 


INVESTMENT PROGRAM 


ill first deal with the investment 
sram for 1948, which is set out in 
White Paper, and which is the 
nary subject matter of our Debate. 
me make clear what is the real 
ificance of this term “invest- 
it.” It does not mean, of course, 
buying of stocks and shares in 
rprises of various kinds. It signi- 
the expenditure by the country 
s resources of productive capacity, 
erials and manpower in the con- 
ction or maintenance of its stock 
apital goods, such as factories, 
ses, transport, roads, machinery 
so on. 

he essence of the problem is two- 
. First, it is a matter of capacity, 
erials and labor, and it is in terms 
hese that we must consider our 
ity to maintain our investment 
sram. Secondly, it involves using 
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resources today to make things which 
cannot be consumed today. It in- 
volves postponing and limiting con- 
sumption in order to make available 
these resources. They are the same re- 
sources that we require for the urgent 
purpose of our living standards, 
whether in the form of goods pro- 
duced for home consumption or for 
export in exchange for essential im- 
ports. In earlier times we were accus- 
tomed to allow the forces of supply 
and demand to regulate the flow of 
our resources into capital investment, 
but the war has left us in an entirely 
new position. 

Not only have we suffered the de- 
struction of many capital goods— 
four million houses destroyed or dam- 
aged by enemy action, and much in- 
dustrial plant as well—but, what is 
even more significant, we have run 
down the productive value of our 
capital equipment by deliberately de- 
ferring all but the most vital main- 
tenance and repairs. The railways 
afford a good example of this. They 
did a magnificent job during the war, 
but they ended up with vast arrears of 
repairs and maintenance, the result of 
which was vividly brought home to 
us in the exceptional circumstances of 
last spring. Indeed, it is one of the 
common experiences of almost every 
industrial country in the world that 
the overwork of plant during the war 
has gone much further and deeper 
than most people calculated. 

This greatly accentuated demand, 
covering the whole range of our in- 
dustrial services and buildings, ac- 
companied by the urgent and in 
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creased necessity for exports of every 
kind in our struggle to balance our 
overseas payments, made it necessary 
that we should attempt some alloca- 
tion of our resources between the 
competing claims of export, invest- 
ment and consumption. Our prob- 
lems could not be solved by any 
laissez-faire method. It was vital that 
we should assert the priority of the 
national interest. We had to make 
certain that we were not only sending 
out the exports, but also maintaining 
the capital equipment of the country 
in a state of efficiency in which it 
could continue to provide for our 
needs. 


STRICTER CONTROLS 


To secure these ends it was nec- 
essary to have a stricter measure of 
control. That was the origin of the 
White Paper. We had to fix our pro- 
grams of investment at a level which 
would maintain and, where neces- 
sary, improve the capital equipment 
of the country, but at the same time 
at a level which would not make a 
greater claim on our resources than 
we were able to sustain. It is not nec- 
essary, I am sure, for me to stress the 
great complication of detail in this 
matter, but there are two most im- 
portant general considerations which 
I would ask the House to bear in 
mind in reviewing the subject. First, 
we are dealing with a shortage of 
men, materials and capacity, but not 
of money; and secondly, we must 
look at the problem as a whole. 

Everyone, I have no doubt, will 
have his own choice as to the things 
to which he would like to see an 


overriding priority given. I can asst 
the House that every one of th 
priorities has been most vigor 
pressed upon us by the Departm 
concerned. But we must so balan 
the use of our resources as to get { 
best overall result, and it is that wh 
the plan in the White Paper I 
attempted. We have postponed n : 
ing for the sake of postponement, li 
only in order to meet the hard and | 
escapable facts of the supply positia 
We have to work within the lim 
of the manpower, and the steel at 
timber which we have availall 
These limits of our resources ha 
forced us to reduce both consumpti 
and investment. . 

Consumption has already be 
severely squeezed by the cuts on il 
ported food, and by the diversion) 
goods to export in order to balan 
our trade. Further cuts on cons 
tion have been imposed both by t 
autumn Budget and by the meas: 
we have taken to steer manpoy 
away from less essential industri 
In all these ways the claim of | 
essential consumption on our 
sources has been heavily cut ba 
Our next step was to get our inve 
ment coat cut according to the ck 
available, while still maintaining 
good and as sound a design as p 
sible, bearing in mind that cert: 
overseas investments, such as the: 
velopments within the sterling ar 
were an essential part of the event 
solution of our difficulties. 


PHYSICAL ASSETS 


The real significance of the WI 
Paper is not in the financial ter 


- 


ch have had to be used to sum up 
tesults of many dissimilar pro- 
s, but in the actual decisions as 
ysical assets and labor which are 
found in the appendices. The 
program will, we hope, be more 
stic than the earlier ones in terms 
he resources available. If all the 
ous projects planned for 1948 had 
eeded according to their sched- 
, the volume of investment would 
€ mounted to a very large figure, 
inly far in excess of £1,600 
ion. 
the manpower and other phys- 
‘Tesources we had originally ex- 
ed to be able to devote to work 
vestment projects in 1948 could 
e been made available, they 
d, we estimate, have produced 
ut £1,600 million worth of phys- 
investment; but when we had 
de provision for increased export, 
for the needs to expand agricul- 
and other industries at home in 
er to save imports, it was clear 
t this quantity of resources could 
be found for investment. It has, 
refore, been reduced to the level 
£1,320 million a year at the end of 
8, or an average over the year of 
,420 million. Moreover, we must 
that the number of new projects 
ceeded with is limited to ensuring 
t the more important schemes may 
completed as rapidly as possible. 
: cannot afford at the present time 
ave more of our resources locked 
in work in progress than is essen- 
to the ordinary flow of construc- 
1. 
There are two main criticisms 
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which have been made. First, that the 
postponements and reductions are 
not enough in total, and, second, that 
more should be spent upon re-equip- 
ping our industries, which implies, 
of course, still severer cuts in other 
investments. In this respect, the chief 
suggestion is that housing should 
have been further cut. It has been 
suggested that my right hon. friend 
the Minister of Health has managed 
by his vigorous insistence to torpedo 
the program. As regards the first criti- 
cism, we shall see as it develops next 
year how far we have enabled the ex- 
port program to be carried out by 
what we have done. 


MOBILITY OF LABOR 


The present White Paper on in- 
vestment is not necessarily a final 
document, in the sense that if the 
necessity supervenes we may have to 
reconsider it. It would be unwise, in 
such circumstances of world econom- 
ic disruption as we are now faced 
with, to have any rigid or final plan. 
We must always be ready to adapt 
our economic activities to the rapidly 
changing world situation, and to our 
own internal circumstances. We be- 
lieve, however, that the substantial 
postponements laid down are about 
the maximum possible within the 
mobility and interchangeability of 
labor that exists. 

The cutting down of projects 
which merely keeps people unem- 
ployed is of no value. It is not our 
object to waste our labor resources. 
On the other hand, we desire to get a 
transference of labor from less essen- 
tial to more essential activities. It is 
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almost inevitable that the change- 
over of production necessary to meet 
our new national requirements will 
disturb the present pattern of employ- 
ment. It will be impossible in the 
course of this changeover to avoid 
some incidence of temporary unem- 
ployment, but we must be careful so 
to adjust our plans as to minimize the 
waste that would be caused by any 
large-scale unemployment. Although 
there may be, therefore, a theoretical 
case for sudden and drastic measures 
and changes, there is a much stronger 
practical case for taking time to mak- 
ing the changeover smooth and as 
little disruptive as possible of our pro- 
duction efforts. 

A great deal of the limitation on 
what we can do as regards our own 
industrial reconstruction depends 
upon the availability of steel, which 
strictly limits the possibilities, in view 
of the inescapable fact that we must 
export as many steel goods as we can 
in various forms, to balance our over- 
seas payments. So far as housing is 
concerned, timber is the real limiting 
material, but here we must bear in 
mind that an essential condition of 
success in achieving our export and 
import-saving program is a degree of 
mobility of labor which will allow us 
to move labor from one occupation to 
another. In securing this mobility, 
housing is vital, and the more houses 
we can get quickly finished, the better 
chance we shall have of achieving our 
production program. 

Mining and agriculture are the two 
most vital industries which we must 
man-up to help our balance of pay- 


ments, and neither can be manned- 
without a large access of new ho 
ing. Housing is not an added or 
unnecessary luxury; it is an essenti 
part of capital equipment necessat 
to carry out our plans. Quite a 
from the question of comfort 
convenience for our people, whi 
are in themselves of first class i 
portance, as a mere matter of indu 
trial efficiency, the provision of ai 
quate housing accommodation 
quickly as possible is a primary cot 
sideration. That is a very good reas« 
why we should not at this mome: 
cut our housing program more Ci 
materials compel us to do. 

I do not propose to deal in det 
with the arguments and facts set o 
in the White Paper. My right ho 
friend the Minister of Health, whe 
he sums up, will be able to deal wit 
any special point which may | 
raised. We have laid down a prograt 
which will be manageable in physic 
terms, and which we hope will n 
materially interfere with our attem 
to achieve our export task. Do n 
let us or anyone else overlook tl 
fact that we have done a tremendor 
amount of new capital work in th 
country in the last two years. It is 
surprisingly large amount, when v 
bear in mind the circumstances u 
der which the whole country h 
been laboring. We intend to go fc 
ward with a considerable prograt 
although not so much as we hi 
hoped. In adjusting the plan to o 
needs, we have tried to maintain : 
overall balance which will allow 
to concentrate upon the most ni 


, 


» without wholly neglecting the 
ral pattern of our capital de- 
pment. 


BALANCE OF PAYMENTS 


now turn to a review of our 
ce of payments situation, which 
£ course, closely associated with 
vestment program. Many of the 
ent facts have already been made 
ic. We have had a fairly recent 
ate in this House on the matter. 
Il attempt to give the House a sort 
ugh balance sheet, accompanied 
me observations as to our future 
tion. It must always be borne in 
d that this is not a short-term 
lem. It is one which will pro- 
, perhaps with varying emphasis, 
into the future, because it arises 
of long-standing and difficult 
encies which have been develop- 
over the years in many other 
tries besides our own. Indeed, it 
world problem. 

e€ cannot reach a _ reasonable 
ilibrium without more settled 
omic and political conditions 
ughout the world. All our recent 
is and activities have been de- 
ed to assist in reducing the size 
€ problem we have to face. First, 
cuts in our imports; second, the 
ing up of our exports; then, the 
ital investment program designed, 
have said, to free our resources; 
, finally, the recent Finance Bill 
ed to diminish the inflationary 
ssure which might otherwise dis- 
b our economy and so force up 
ces and costs, making it more dif- 
ilt to find markets for our exports. 


_inked with these steps is the de- 
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velopment of our own internal re- 
sources including, of course, agricul- 
ture, and those of the sterling area, 
so as to reduce our dependence upon 
exports from hard currency countries. 
The final step is the arrangement of 
bilateral agreements which will se- 
cure us the most valuable use of our 
exports in acquiring the vital imports 
which we need. 

These are the main elements mak- 


‘ing for a reasonable hope that we 


can, in time, achieve an acceptable 
standard of living for our people, 
based firmly upon our own economic 
independence. The Marshall Plan, if 
it is put into operation, will, we hope, 
help the carrying out of this program; 
but it can be no substitute for it. Any 
assistance we derive from that plan 
will have to be used for the more 
rapid development of our own re- 
sources and those of Europe and the 
sterling area, and not merely to en- 


.able us to enjoy some temporary im- 


provement in our living standards. 
We must always have in mind that 
such a plan is temporary, and can 
only give us the time in which the 
better to carry out our own long-term 
arrangements for securing the sup- 
plies and markets we need as a per- 
manent and stable basis for our econ- 
omy. 

I now turn to a short historical 
review of our balance of payments 
position, because it is in the light of 
the tendencies so disclosed that we 
must judge our present position. Be- 
fore 1914, the annual average value 
of retained imports into this country 
at the then level of prices was £610 
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million. Our own physical exports 
earned £474 million, leaving an an- 
nual deficit of £136 million, which 
was made up by shipping, with earn- 
ings of £95 million, and insurance, 
banking and other commercial sery- 
ices, with £35 million. This still 
left a deficit of £15 million which 
was, however, wholly covered by our 
investment income of more than 
£ 150 million sterling, thus enabling 
us to enjoy a substantial surplus for 
re-investment abroad. It was out of 
this surplus that we developed many 
areas in the world upon which we 
could draw for imports of food and 
raw materials. That general pattern 
of our policy, however, had one un- 
fortunate result in that it led to the 
neglect of our own agriculture, a mis- 
take which we must not repeat. 

The war of 1914-18 shook the 
whole structure of our economy. By 
1928, our exports were only just over 
84 per cent of those in 1913, and our 
share of world exports by value had 
fallen from 13.9 to 11.2 per cent. 
Between 1922 and 1928, our annual 
deficit on current account on overseas 
payment averaged £143 million, 
which was closed by using the greater 
part of our overseas investment .in- 
come, thus leaving little or nothing 
for new overseas investment. Be- 
tween 1928 and 1938, exports fell 
still further by 37 per cent, but im- 
ports were reduced by only 23 per 
cent. Fortunately, for us there was, 
however, in the 1920’s a favorable 
turn in the terms of trade, but the 
agricultural communities supplying 
us with our food were deprived of a 


large part of their current incon 
through the fall in prices of prima 
products. 

Immediately before the last wa 
on a three years’ average, we wi 
spending £884 million on impo 
against earnings of £496 million 
physical exports and re-exports, 
adverse balance in visible trade 
£395 million. Against this, we h 
our earnings from shipping, ins 
ance, banking, commercial servic 
and so on, and, in particular, £2 
million from overseas investment 
leaving us with an overall debit b 
ance of about £45 million. We wi 
then living beyond our current 
come. I have given the House th 
figures because it is essential 
appreciate these long existing te 
encies towards the worsening of 0 
position as regards the balance of 0 
overseas payments. 


IMPACT OF WAR 
It was upon this precariously b 
anced position that the war had : 
tremendous impact. There were thr 
particular consequences affecting o' 
balance of payments: the concentt 
tion of the whole of our producti 
effort on the war; the cutting to tl 
bone of our exports, with all the lon 
term consequences of disturbance 
prewar trade channels which w 
necessarily involved, and the destr 
tion of half our Mercantile Marit 
together with the loss of much 
our income from overseas inveé 
ments. We have rebuilt a large part 
our shipping. Indeed, we are buildi 
at present in British yards more te 
nage than the rest of the world f 


er. But we still have not enough 
for international trade, and 
fore we are unable to set free 
h ships to go out and pick up 
ucrative trade between other 
tries which was the basis of our 
ar shipping income. 

e income from commercial serv- 
such as banking and insurance, 
tood up well, but it has not 
ased proportionately to the 
ged value of money. On our 
eas investments, we have suf- 
most sharply. During the war 
Id or facilitated the repatriation 
erseas investments to the total 
er £1,100 million sterling. That 
s that by far the largest single 
available to us before the war 
losing the visible trade deficit 
rrent account has been seriously 
ced. Moreover, as things turned 
we felt this loss particularly, be- 
a substantial part of it repre- 
d the loss of dollar income from 
r securities. 

or, indeed, did the process of the 
f investments cease with the end 
e war. We have sold many pub- 
tilities in Latin-America, includ- 
of course, the Argentine rail- 
s, and we have sold other lucra- 
interests elsewhere. It is some- 
s suggested that we ought to real- 
till more of our overseas assets to 
t our current bills, but the man 
pays his current bills out of capi- 
while making no effort to reduce 
expenditure or increase his in- 
e faces a bad end. That is equally 
of nations and particularly true 
ur own. As it is, we can only 


THE UNIVERSITY OF CHICAGO ROUND TABLE 27 


estimate £70 million for 1948 as a 
return from our overseas investments. 
In the light of this situation, our re- 
sources take on an added importance 
for they alone stand between the 
sterling area and possible bankruptcy. 


THE STERLING AREA 


In some parts of the world a mys- 
tery still hangs around the words 
“sterling area.” Indeed, it is by some 
regarded as a sinister phenomenon. 
In fact, it is a very old system and is 
the application to the financial 
arrangements between the members 
of the sterling area of the principles 
of a domestic clearing banking sys- 
tem. For many years past the coun- 
tries in the sterling area have main- 
tained practically all their reserves in 
London and paid into London for- 
eign exchange earnings, calling on 
London in turn to provide such ex- 
ternal resources as they required for 
their current trade. This has enabled 
the sterling area like the clearing 
bank to ensure that all the money in 
the system was made to do its work. 

Through this system we have been 
able to finance development overseas, 
and we have, in our turn, received a 
very substantial contribution to our 
own foreign exchange resources. Be- 
fore the war it was a completely free 
system. During the war we obtained 
the agreement of the members of the 
sterling area that they would continue 
to pay into the system their dollar 
earnings and they would limit their 
dollar expenditure to what was essen- 
tial for their own contribution to the 
war effort. This voluntary limitation 
was reinforced by the difficulties of 
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supplies of shipping, but broadly we 
left it to the local controls to deter- 
mine in the light of the general policy 
their claim upon the sterling area re- 
sources for dollars. Now, of course, 
this system is under a great strain. 
The current dollar earnings of the 
sterling area though significant are 
much below their current dollar 
needs. This would mean, if it were 
to continue, a very heavy drain on our 
reserves. 

We must remember when we 
speak of our reserves we are speaking 
of the reserves of all countries in the 
sterling area. As the House knows, 
we were compelled to spend the 
American loan much more rapidly 
than either we or the Americans had 
foreseen when it was negotiated in 
1945. The rate of expenditure was in- 
fluenced by two main factors—the 
increasing dependence by practically 
all countries for essential supplies 
upon the North American continent, 
and the very sharp rise of prices in 
those countries. The final reserves of 
the sterling area now, therefore con- 
sist of our existing gold and dollar 
reserves. At the end of this year we 
expect our reserves to stand at about 
a figure of £500 million sterling, that 
is after bringing into account the first 
100 million dollars of the remaining 
United States credit and the remain- 
der of the gold that we shall obtain 
from South Africa under the existing 
gold contract. 

At the beginning of 1948 we shall 
have available to us in addition £75 
million sterling representing the rest 


of the United States credit and £70 


million, being the approximi 
amount of the undrawn part of 
Canadian credit. We also hope to’ 
in January £80 million in gold un 
the gold loan from South Africa. 
have not in sight any other accr 
to those reserves for the first part 
1948. We can look forward in 
latter part of 1948 to some reducti 
in the drain on us for dollars if t 
Marshall Aid Scheme is by tel 
full operation. 

On 23rd October I coeuracaia | 
the momentous consequences 
democratic civilization all over 
world of the discussions then proce 
ing at Washington. Since then 
United States Government hai 
taken matters further. Interim idl 
France and Italy has been voted, 
we expect very shortly to see the te 
of the United States Government B 
giving a clear outline of the form ar 
scope of Mr. Marshall’s great proje: 
As I have already said, we must int 
first place use the help that comes 
us, if it comes, to strengthen the fou 
dations of our economic positi 
rather than have any immediate all 
viations of our consumption stan 
ards. 


EXTERNAL LIABILITIES 


Against the reserves which I ha 
just described, we have external li 
bilities of £5,300 million, of whi 
£3,550 million represents the st 
ling balances accumulated by o 
creditors during the war and as a ¢ 
rect result of the war; £855 milli 
represents the existing liability in: 
spect of the United States credit, ai 
£235 million the liabilities on t 


terested perhaps to have a few 
es about the rate of the drain on 
gold and dollar reserves since 
suspension of convertibility on 
August. In the four weeks end- 
20th September the weekly drain 
aged more than 90 million dol- 
. In the following four weeks end- 
18th October it fell to the figure 
bout 65 million dollars. Since then 
as run at the rate of rather less 
55 million dollars a week. 
ese figures take into account all 
transactions in gold. We have 
_to make considerable sales of 
and these will have to continue, 
hope in rapidly diminishing 
tities, despite the release of the 
million dollar credit for which 
are so grateful to our American 
nds. During October we sold £35 
lion of gold, of which £30 mil- 
was in the United States, and we 
ived £ 12.2 million worth of gold, 
which a little over £10 million 
from South Africa, showing a 
loss of gold of £22.8 million. In 
vember we sold £47.8 million, of 
ich £40 million was in the United 
tes, and nearly £5 million to Bel- 
m towards clearing up the balance 
Jer the then existing payment 
eement. During November we 
chased £11.3 million of gold, of 
ich £10 million was from South 
‘ica, showing a net loss of gold of 
6.5 million. 
POLICIES OF OTHER STERLING 
COUNTRIES 
t is a matter of convenience to 
ye extent whether on any particu- 
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lar occasion we draw on our gold or 
on the dollars which are available to 
us. The figures which I quoted a few 
moments ago to illustrate the rate of 
drain on our total reserves of gold 
and dollars show that this total drain 
is being reduced, but we must reduce 
it still further if we are to keep within 
the margin of reasonable safety. Mere 
arithmetic will show that it is im- 
possible for us to continue at that rate. 
The various governments of the 
countries in the sterling area have 
now announced their policies of fur- 
ther restrictions in dollar imports. 

These policies which have been 
imposed by the Governments of the 
countries in the sterling area mean 
inconvenience, and perhaps even 
worse, for their peoples, but they are 
accepted as part of the combined 
policy of the whole sterling area, and 
we are grateful to them for their 
generous cooperation. We ourselves 
will have to watch with very great 
care every cent of our dollar expendi- 
ture. There will have to be further 
sales of gold to pay for dollar im- 
ports, and we shall not be able to 
avoid some drawing down of the 
total figure of our reserves during 
1948. 

While the policies for the reduc- 
tion of dollar imports are being 
brought into effect, these basic re- 
serves of the sterling area have im- 
mediately to carry the whole shock 
of the present difficult world situa- 
tion. We must remember all the con- 
tingencies for which these reserves 
must provide, not only in the im- 
mediate months ahead of us but as 
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part of the whole stability of the 
sterling area system. No one is in 
greater danger of losing his independ- 
ence of action than the man who 
has no reserves upon which to fall 
back. 

The maintenance and strengthen- 
ing of these reserves must, therefore, 
be a major preoccupation of our 
external economic policy, and we 
shall have to postpone alleviation of 
our own internal position until we 
have done our best to make this 
policy secure. It is because of our 
own action and policy that we, in our 
turn, are entitled to ask other mem- 
bers of the sterling area to help us in 
this primary task, even at the cost of 
personal sacrifice. But we cannot 
build a healthy economy upon re- 
strictions on imports or a jealous care 
for our reserves; we must increase 
our foreign exchange income and 
retain the confidence of other coun- 
tries in the stability of our own econ- 
omy, not by credit from abroad but 
by our own efforts in production. 


EXPORT-IMPORT PLANS 

I therefore turn to see how we are 
progressing with our export-import 
plans. There are so many uncertain- 
ties and incalculables that it is not 
possible to make any accurate fore- 
cast. Who will say what the terms of 
trade will be, or what will be the out- 
come of the many bilateral negotia- 
tions upon which we are now, or 
shortly shall be, engaged? Here let 
me interpolate a word as to the prog- 
ress of these various negotiations. As 
the House knows, we are having 
talks with those countries with whom 


we have important trade or finanei 
arrangements. I will not give det: 
of all of those, but perhaps I maj 
mention a few. The special ag 
ment as to food grains which we ho 
to conclude with Russia will be me 
helpful in spreading our area of su 
ply. We have, I am very glad to sa 
reached an agreement with Canac 
and an agreed announcement of i i 
terms is to be made later this evenin 
With regard to Germany, an agree 
ment with the United States o 
America as to the finances of 
joint zone was announced yesterday, 
We no longer have direct dollar lia 
bility for German importation. 
We no longer haye direct dolla 
liability for Gertnan requirements 
We shall be paying in sterling for 
sterling imports into Germany to the 
extent laid down, and our only lia- 
bility to pay dollars arises if the bal- 
ance of the current trade with the 
combined zones moves substantially 
against us. We have undertaken te 
convert the joint agency’s sterling 
balance into dollars if necessary—i 
now stands at £24 million sterling— 
but it is the expressed intention of the 
United States Administration that i 
possible we should not be called upor 
to convert more than £10 millior 
in 1948. Among other countries with 
whom talks are proceeding at the 
present time are the Argentine 
Egypt, Holland and Yugoslavia 
Agreement has been reached with 
Sweden, I am very glad to say, ane 
an announcement will be made in tht 
course of the next day or two. 
For 1948 we shall require abou 


0 million worth of imports on 
reduced scale of living but allow- 
for some increases in prices, and 
shall have an invisible import of 
ut another £100 million of Goy- 
t expenditure overseas. For 
rts and re-exports, if we fulfil 
export program we should ob- 
£1,550 million; and from ship- 
, oil and services together with 
me from overseas investments 
should get another £ 130 million 
. This would give us substantially 
verall balance, but even if we do 
at, there is still within this total 
mce a deficit with the Western 
isphere of nearly £300 million 
ling which, of course, cannot be 
off against our surplus from the 
er areas. That can only be tackled 
cutting off imports from or ex- 
ing exports to the Western hemi- 
ere. 
There is absolutely no chance of 
"arriving anywhere near a balance 
visible exports with the United 
tes of America. We never have 
1€ so since the days when we sup- 
sd the capital goods to develop 
yerica, and our available exports 
mot, in the main, such as the 
ited States of America wants or 
take. We have always relied 
yn three-cornered trade for the 
ance. We must, therefore, con- 
i€ to encourage that three-cornered 
Je, and hope that the sterling 
1 as a whole will be able to increase 
exports into the United States of 
erica, or that Europe may do so, 
h whom as a result of the Marshall 
n we may be even more closely 
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linked than before. We are, indeed, 
now actively studying how that 
closer integration of our economy 
with Europe may be brought about. 

While these long-term policies of 
developing other sources of supply 
for ourselves, and a greater volume 
of exports to the Western hemisphere 
from this and other countries, are 
being put into operation, we must 
secure that the drain on our reserves 
is reduced to the lowest possible point. 
We must make every effort we can 
to maintain our reserves, for the 
reasons I have already given to the 
House. Apart from economies on im- 
ports, which we have already imposed 
almost to the limit of our capacity, 
we must rely on a greater volume of 
exports, and that means an overall 
increase in production. Here, there 
are some encouraging signs. 


INDUSTRIAL OUTPUT 


The resumption of coal exports 
was announced yesterday by my right 
hon. friend the Minister of Fuel and 
Power. That is indeed an important 
step forward, not because of the bene- 
fit it brings to us alone, but because 
it will be of great help to our 
European friends, and decrease their 
dependence on the United States for 
dollar coal. It is only a small begin- 
ning, but even 10 million tons of coal 
per annum is something well worth 
while, and we hope that when the 
winter difficulties are over we shall 
be able to increase that figure. 

The rising output so far is, of 
course, almost entirely the result of 
the efforts of the miners themselves. 
We have in hand, as well, a very big 
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program of reconstruction and mech- 
anization, the effects of which have 
scarcely begun to show. But while 
there are good grounds for optimism 
in the long run, we are by no means 
out of the wood, so far as coal produc- 
tion is concerned, and we must try 
to keep a balanced outlook on the 
results. They are bound to vary with 
the seasons, weather conditions and 
other factors, and we should not be 
wildly excited at every increase or 
inordinately cast down by every de- 
crease. If we can maintain the present 
tempo, and gradually improve it, we 
shall be able to get a really satisfac- 
tory export program next year. I can 
assure the House that nothing will 
help our acquisition of foodstuffs and 
-raw materials more than our having 
coal with which to purchase them. 
We shall not waste a ton of that coal 
by allowing it to go for anything that 
is not of real and vital value to us. 

In steel, too, we have been doing 
exceedingly well, and I have no doubt 
that we shall continue to do so, pro- 
vided we can keep up the flow of 
scrap and pig iron. In both of these 
we are running on a very narrow 
margin, and I cannot emphasize too 
strongly the most urgent need for 
every factory and workshop to mo- 
bilize its scrap without delay. The 
whole output of our great engineer- 
ing industry depends on the flow of 
steel, and that, in its turn, depends 
on the flow of scrap. 

In textiles, we can report a really 
encouraging increase. For a long time 
output remained almost stationary 
but now, at last, we have a quicken- 


ing response to our situation, bot 
in the numbers in the industry ang 
in output, as the figures show. Thi 
number of persons employed in ouj 
textile industries in June of this yea! 
was 756,000. By November the figur 
had risen to 784,000. The week! 
average output of cotton yarns wa 
12,560,000 yards at the end of J n Q) 
and had risen to 14,730,000 by Noi 
vember. The output of woven woo} 
fabrics rose from 20 million yards im 
June to 23,870,000 by the end ox 
November. Nonetheless, to meet out 
ultimate targets we have still a long 
way to go. ! 

In engineering, we have had o 1 
rising output checked, unfortunatet 
ly, from time to time by material 
shortages, but we hope that the revi 
sion of the investment program wil 
bring relief in that respect. Let me 
give the House a few figures: | I 
June this year we turned out 56 main: 
line locomotives; in October, 76. Tk 
output of railway wagons, whic 
stood at 2,962 in June, rose to 4,11§ 
in October. The value of the June 
production of the internal combus 
tion engines was £1,618,000. By 
October that figure had risen to £2, 
177,000. The corresponding figure: 
for hosiery machinery show an im 
crease from £235,000 to £363,000 

Agricultural machinery, in which 
we have the foundation of a mos 
important new export industry, i 
being turned out in increasing quan 
tities. I will take tractors as one ex 
ample. Production amounted in th 
first quarter of this year to 8,308, ant 
by the third quarter, had risen t 


I have mentioned only some 
> main industries on which our 
rts are largely based. Other in- 
ies, too, are contributing to our 
eased production, so that the 
all picture shows an encouraging 
val of our internal industrial 
ities. 

EXPORT PROBLEMS 

Then we come to examine the 
prt position, that is more difficult 
not quite so encouraging. There 
itwo important factors: One is 
hin our control, and the other is 
within our control. The first is 
We have either reached, or are 
ning, a buyers’ market condition 
any lines of goods. This means 
‘the price factor becomes more 
more important. We are already 
ag sales overseas in some of the 
t desirable markets, because of 
price level, and we must, there- 
, do everything in our power to 
vent it rising, and, indeed, to bring 
pwn. The second factor is the im- 
restrictions imposed on our 
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goods by other countries, who are as 
short of foreign exchange as we are. 
Here, we can only do our best to 
persuade them to admit as large a 
range of our goods as possible, and 
that is the constant preoccupation of 
my right hon. friend the President 
of the Board of Trade in all the bi- 
lateral negotiations he is carrying out. 

In spite of these difficulties, we 
must not relax for a moment our 
efforts to develop the types of manu- 
factures which have assured markets, 
and to switch our exports as much as 
possible from soft to hard currency 
markets. We must sell everything we 
can for hard currency, and we must 
not allow our preference for habitual 
methods and traditional markets to 
deflect us from this paramount ob- 
jective. This is particularly true of 
textiles, where the conditions of the 
industry—surplus plant, a plentiful 
supply of raw materials, and a market 
particularly in North America—are 
favorable to an even more intensified 
export drive.... 
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